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GUATEMALA: KEY ECONOMIC INDICATORS 
(Money Values in Millions of Dollars Except Where Noted) 
Exchange rate as of December 31, 1984: 
One Quetzal Equals One U.S. dollar (Official) 
1.48 Quetzal Equals One U.S. dollar (Bank Parallel) 


Production, Investment 

GDP at Constant 1958 Prices 
GDP at Current Prices 

GDP Per Capita (Dollars) 


Public Finance 
Central Government Revenue 
Central Government 
Expenditures 

Public Debt (Year End): 
Domestic (1) 
External 

Debt Service Payments (2) 


Banking Sector and Prices 
Net International Reserves 


(Year End) 
International Assets 
(Gross Reserves) 
Domestic Assets, Banking 
System 
Credit to Central 
Government (Net) 
Credit to Private 
Sector 
Total Liabilities, 
Banking System 
Money 
Quas i-Money 
Consumer Price Index 
(198 Equals 100) 
GDP Deflator (Pct.) 
Domestic Interest Rate 
(Pct.) 





Balance of Payments and Trade 
Balance of Payment, 


Current Account 
Capital Account 
Total Imports (CIF) 
From CACM 
From Rest of World 
From U.S. 
Total Exports (FOB) 
To CACM 
To Rest of World 
To U.S. 
Main Exports (FOB) 
Coffee 
Cotton 
Sugar 
Petroleum 


(1) Direct Debt of Central Government only 


(2) Principal plus interest payments 
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SUMMARY 


Prior to 1980 Guatemala enjoyed decades of continual real 
growth. This era of prosperity came to an abrupt end in 1980-81 
as a result of factors such as the recession in the 
industrialized countries, decreasing world prices for its major 
commodity exports, and regional and internal political turmoil. 
The external factors were exacerbated by the government's 
failure to adopt responsive domestic financial policies; the 
result was a recession which has continued to the present. The 
economy experienced negligible positive growth of .2 percent in 
1984, but it is estimated that growth will return to its 
negative trend in 1985 at about -1.5 percent. The economy has 
still not turned around, and it may take the rest of the decade 
to regain the levels of real per capita income attained at the 
end of the 1970's. 


Guatemala's externai position has continued to weaken. In 1984, 
it had a balance of payments deficit of $186 million. Over the 
year imports increased sharply, as did interest payments 

abroad. In addition, capital inflows lowered significantly. A 
modest recovery in exports was insufficient to offset the above 
factors, resulting in the balance of payments deficit. 


Historically, the public sector has played a minor role in the 
economy of Guatemala. The trend since 1980 has: been one of 
declining revenues and expenditures. The hardest hit was 
investment in capital projects. After employing a comparatively 


expansionary fiscal policy from 1978-82, during which the 
government embarked on several major projects such as the 
construction of the hydroelectric plants of Chixoy and Aguacapa 
and the port facility of Puerto Quetzal, the government has 
almost completely eliminated new projects since that time. The 
reduction in public investment was mirrored by a substantial 
decline in private investment, which may limit future economic 
growth. 


Because of the relative abundance of resources in Guatemala, the 
country's economic future should be bright. However, if it is 
to recover from the effects of the recent recession, the 
government must formulate a cohesive and effective economic 
program which addresses the areas of foreign exchange 
allocation, public finance, and monetary policy. The country 
may get some relief from its petroleum reserves in the distant 
future, but such reliance is infeasible in the near term. The 
trend away from reliance on the CACM as Guatemala's major 
trading partner and the continued development of other markets 
which will yield dependable sources of foreign exchange are 
positive indicators of future growth prospects. 





Structure of the Economy 


The Guatemalan economy has historically been dominated by the 
private sector. Public sector revenues traditionally account 
for a small proportion of GDP and in 1984, were less than 7 
percent of the total. Included among the state-owned or 
state-operated businesses are an international and domestic 
airline, the railroad, the national telephone service, electric 
companies, the postal service, a finance company, and mortgage, 
housing, and agricultural development banks. While the 
government welcomes private investment, it still maintains 
controlling interest in a small number of utilities and other 
companies. 


Relatively low government revenues are reflected in the low 
level of taxes, both direct and indirect. The government has 
pursued conservative fiscal policies, for the most part, and the 
per capital public external debt, while higher than usual due to 
recent deficits, is still among the lowest in the region. Hand 
in hand with this fiscal conservatism, the government has 
maintained tight control over interest rates and has generally 
kept them below rates prevalent in the international financial 
markets. Partially as a result of this policy, and also due to 
internal political and economic instability, the trend has been 
toward severely reduced capital formation. Investment, as a 
percent of GDP, on the part of the private sector fell from 16.1 
percent in 1978 to 6.6 percent in 1983. 


Public sector investment has also fallen, after large outlays in 
1982 on several major public projects such as hydroelectric 
plants and a new port facility. 


In spite of the above, Guatemala has an abundance of resources. 
Its diversified climate provides an ideal environment for the 
production of many agricultural crops. The countryside, when 
coupled with many interesting archeological sites and a 
relatively well-developed highway system, creates an ideal 
tourist attraction. Guatemala is also blessed with a large 
supply of labor and an increasing number of skilled 
individuals. Training, particularly in rural areas where many 
different Indian languages predominate, is still a problem. 
Guatemala also has some proven deposits of petroleum, and 
additional exploration contracts were signed in 1985. Another 
factor which favors Guatemala is its proximity to the United 
States, the largest market in the world. 
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During the 1960's and 1970's when Guatemala enjoyed relatively 
high levels of real growth, the country was able to build up its 
agricultural sector, with an emphasis on export crops and a 
light manufacturing industrial base. However, Guatemala remains 
primarily an agricultural society in which agriculture accounts 
for some 25 percent of GDP, almost two-thirds of exports, and 
about 60 percent of total employment. As a result, Guatemala, 
like many developing count ies, remains vulnerable to wide 
variations in the world market price for its primary product 
exports. 


Growth Trends 


The ongoing recession in Guatemala, which began in 1980-81, is 
evidenced by the continuing negative real growth rates. After 
decades of substantial real growth, in 1981 the economy 
stagnated, then declined in 1982 with a negative real growth 
rate of about 3.5 percent, a trend which continued into 1983 
with an approximate 2.7 percent decline. In 1984 growth was 
marginal at around .2 percent, and current estimates put real 
growth for 1985 at -1.5 percent. 


Guatemala's recession can be attributed to several factors: the 
recession in the industrialized countries in the early 1980's, 
which reduced both the volume and the price of Guatemala's 
exports; the second oil shock; and the political and economic 
upheaval in Guatemala and other Central American countries which 
had a severe negative impact on tourism revenues. A reduced 
level of confidence manifested itself in a continual drop in 
capital investment and through a reduction in capital inflows. 
Additionally, problems in the external sector mounted as the 
balance of payments deficit worsened. This is due in part to 
the country's overvalued currency, which until November 1984 was 
at parity with the U.S. dollar, and to import restrictions which 
curtailed access to many primary inputs necessary to production 
of competitive exports. Negative real growth, declining capital 
investment, and balance of payments deficit combined to cause a 
chronic liquidity shortage. 


The economic decline has been evident in almost all sectors of 
the economy, although manufacturing, construction, and commerce 
were most seriously affected. After 3 years of decline, real 
value added of the manufacturing sector increased slightly in 
1984 but was still 10 percent below the 1980 figure. The 
decline in manufacturing production which occurred in the early 
1980's was primarily a result of reduced demand, both internal 
and external, and was exacerbated by the restriction on imported 
inputs. 
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Construction continues to be dominated by the public sector, 
which accounts for approximately three-fourths of all activity. 
Real value added in this sector has declined for the third 
consecutive year, mirroring the continual cutback in government 
investment outlays. Private sector construction also continued 
its decline in 1984. 


Tourism in Guatemala continues to be depressed, yielding only 
11.4 million U.S. dollars in 1984. Although this is almost 
double the 1983 figure, it is still substantially lower than the 
1979 figure of $82 million. The recent devaluation and relative 
political stability should attract many more tourists to 
Guatemala in the near future; however, a prolonged recovery in 
this industry will occur only if supported by appropriate 
government policies. 


The agricultural sector continued to play a very important role 
in 1984. After an average annual decrease of 3 percent in 
1982-83, production in 1984 increased by almost 2 percent. This 
occurred because of good harvests of basic grains, coffee, 
cotton, and bananas. 


Petroleum production declined to 1.7 million barrels in 1984. 
Output fell because of the exhaustion in the existing oil wells 
and a lack of investment on the development of new wells. New 
exploration and better upkeep of existing wells should result in 
increased production. 


International Trade and Balance of Payments 


Guatemala's external position has deteriorated substantially in 
recent years. With the exception of 1983 when a small surplus 
was generated, the overall balance of payments has been one of 
deficits; in 1984 the deficit was $186 million. During 1984, 
imports increased sharply due to the importation of larger 
amounts of petroleum and raw materials for industry and 
agriculture and the replenishment of inventories. Capital 
inflows were significantly lower. The modest recovery in 
exports, due mostly to a good harvest of export crops and an 
increase in world prices, was insufficient to offset the above 
factors. 


Since 1981, there has been a decreasing reliance on the Central 
American Common Market (CACM) as the recipient of Guatemalan 
exports. Exports to the CACM as a percent of total exports fell 
from 29 percent in 1981 to 25 percent in 1984. In contrast, a 
more positive trend seems to be developing regarding Guatemala's 
exports to the United States. Over the same period, exports to 
the United States rose from 25 percent to 35 percent. In 
addition to relying on such traditional exports as coffee, 
cotton, sugar, meat, and cardamom, Guatemala has been increasing 
non-traditional exports such as cut flowers and processed 
vegetables. 





Departing from its usual reliance on concessional funding from 
multilateral and bilateral sources, Guatemala has depended 
increasingly on foreign commercial borrowing, largely for 
balance of payments support. The large increase in short-term 
debt at higher interest rates has resulted in a sharp increase 
in interest payments due and a jump in the debt service ratio 
from 4 percent in 1980 to 18 percent in 1984 and 37 percent in 
1985. Because of the severe shortage of foreign exchange, 
importers have accumulated extensive arrears, which amounted to 
$490 million at the end of 1984. 


After 60 years of a fixed-rate parity with the U.S. dollar, the 
government of Guatemala in November 1984 introduced a 
three-tiered exchange system. The official market, where the 
rate remained one quetzal to one U.S dollar, accounts for 
slightly more than half of all foreign exchange transactions. 
In the banking market, which dominated almost all of the 
remaining transactions, the rate is determined by market 
forces. (This rate was originally set at 1.45 Quetzals to 1.00 
U.S. dollar but had fallen to 3.75 Quetzals to 1.00 U.S. dollar 
by September 30, 1985.) The auction market, which accounts for 
a very small proportion of total transactions, is fueled by the 
Bank of Guatemala's foreign exchange resources and can be used 
only for certain imports. Aithough the new exchange system 
resulted in the abolition of previous restrictions on imports, 
tourist travel abroad, and outward capital movements, its net 
effect on trade has been restrictive. The still acute shortage 
of foreign exchange has made it increasingly difficult to obtain 
imports of many necessary primary inputs for production. 
Regulations mandating the use of the official exchange rate as 
the rate at which many exporters obtain part or all of the 
proceeds from their exports have reduced the incentives for many 
producers to export their goods, thus further aggravating the 
foreign exchange shortage. 


Public Sector 


Since 1980, nonfinancial public sector operations have been 
experiencing a steady decline in both revenues and expenses in 
relation to GDP. Overall deficits were financed primarily from 
domestic sources. Foreign financing averaged about 1.25 percent 
of GDP in 1980-83, then fell sharply to less than .25 percent in 
1984 because of the substantial drop in public investment. 


Central government revenues have fallen steadily since 1980, 
down from 9.5 percent of GDP to 7.25 percent in 1984. Total tax 
revenues declined primarily due to the reduction in revenues 
from indirect taxes, both from domestic transactions and 
international trade. The July 1983 Tax Reform created a 
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value-added tax (initially 10 percent, later lowered to 7 
percent), which was, in most cases, to take the place of the 
existing stamp tax. This law also established a system which 
phased out all export taxes on traditional products (coffee, 
cotton, sugar, bananas, beef, and shrimp) by July 1985. In 
October 1984 the VAT was expanded to include fertilizer and some 
food items, and the stamp tax was reintroduced to cover bank 
credit, insurance premiums and pr-fessional fees. Neither of 
these 1984 reforms was as effective as projected. Increased 
excise taxes in 1984 on petroleum derivatives and alcohol added 
to tax revenues; however, overall taxes on international trade 
declined sharply due to the decrease in import duties and export 
taxes. Tax revenues from petroleum production declined because 
of the lower level of production. 


Expenditures have also declined as a percent of GDP, down from 
16 percent in 1981 to 10.5 percent in 1984. This decline 
resulted primarily from reduced investment outlays following the 
completion of several major investment projects and the 
cancellation of others. 


Inflation and Unemployment 


Historically, Guatemala has maintained a low inflation rate. In 
1980-81 the rate of inflation as measured by the consumer price 
index (CPI) rose by an annual average of 11 percent, primarily 


as a result of the increase in petroleum prices. In 1982-83 
this rate declined to approximately 5 to 6 percent a year and 
fell further in 1984 to 3.5 percent. This further decline 
resulted in part from a good harvest, lower prices, and an 
adequate supply of imported goods. During the first 9 months of 
1985 the annualized rate of inflation was 28 percent. It is 
expected that this rate will continue to increase throughout the 
remainder of the year. In September 1985 price controls were 
imposed on 46 categories, many of which are part of the consumer 
basket used to calculate the consumer price index. 


The Ministry of Labor estimates that in 1984 there were 
approximately 2.5 million workers in the labor force and that 
this figure is increasing annually by about 3 percent. The 
depressed economy was unable to absorb the approximately 74,000 
new labor market entrants, resulting in an increase in the 
unemployment rate from 8 percent in 1983 to an estimated 11 
percent in 1984. Especially hard hit were the manufacturing and 
construction sectors. Although underemployment has stabilized 
in recent years at about 33 percent, it continues to be a 
serious problem, particularly in the rural areas. 
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Wage increases have been moderate in recent years. In response 
to demands arising from the escalating inflation rate, the 
government of Guatemala in September 1985 increased most public 
sector employees' monthly salaries by 50 quetzals. It appears 
that the private sector, for the most part, followed suit with 
similar increases. 


Energy and Mining 


One of the enigmas of Guatemala's economic future is the extent 
of its undiscovered petroleum wealth. A little crude oil has 
been found, and the geological formations shared with Mexico 
offer a hope of a great deal more. Production during 1982-83 
was about 6,000 barrels per day, nearly one-quarter of 
consumption. Production in 1984 dropped to approximately 3,000 
barrels per day. A third of the crude oi] produced is burned as 
fuel, and the rest is exported to the United States. Guatemala 
refines oil imported from Venezuela and Mexico to satisfy part 
of its demand and imports the rest as products. The pace of oil 
exploration ground to a halt in 1983 in anticipation of a new 
law. The 1983 Hydrocarbons Law, published in September of that 
year, may breathe life into the industry. It allows full cost 
recovery before production-sharing commences and contains 
several other features designed to attract wildcatters as wel] 
as big oi] companies. However, it retains close state 
supervision of private petroleum operations. If the law itself 
is complemented by regulations with similar tone and degree of 


flexibility, more companies may find it attractive to join 
Guatemala's search for oil. Nevertheless, even if the new law 
is successful in its objectives and the oil is there to 
discover, it would take most of a decade to find, develop, and 
bring to market any major new fields. 


Guatemala's mountainous terrain and seasonally abundant rainfall 
provide ample hydroelectric potential that is now being 
harnessed. The Aguacapa project, with a peak capacity of 90 
megawatts, came on stream in November 1981. The 300 MW Chixoy 
project began testing its equipment in June 1983, but problems 
that have developed, chiefly damage to the diversion tunnel, 
will delay full production until early 1986. An even larger 
project, Chulac, estimated to cost over $1 billion, has been 
postponed, after completion of some preliminary work, as a 
result of budgetary and foreign exchange constraints. Several 
smaller hydro and geothermal projects are slated for 
construction during the remainder of the 1980's. 


In addition to petroleum, deposits of many minerals are known to 
exist in Guatemala, but they are being exploited on a smal] 
scale or not at all. The minerals include nickel, lead, copper, 
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iron, gold, silver, barite, bentonite, and others. A nickel 
mining project owned by INCO and Hanna Mining shut down late in 
1980 as a consequence of the second oil price shock and falling 
international nickel prices reflecting declining demand. The 
outlook for nickel is so poor that the investors do not expect 
to resume production within the next several years. 
Nevertheless, the potential exists for hard minerals production 
to pley a larger role in Guatemala's future than has been the 
case in the past. 


Central American Common Market 


The CACM, composed of Guatemala, E] Salvador, Honduras, 
Nicaragua, and Costa Rica, was established in 1961. In addition 
to a common external tariff, regional integration includes a 
payments clearinghouse, a development bank (Central American 
Bank for Economic Integration, or CABEI), a common regime on 
investment incentives (the Central American Agreement on Fiscal 
Incentives for Industrial Development), an industrial 
complementation program that was never very successful, and a 
permanent secretariat (SIECA). 


The CACM was an important factor in Guatemala's economic growth 
during the period 1961-1980. Although most of its manufactures 
are not yet competitive in overseas markets, Guatemala has been 
very successful in regional sales under the common external 
tariff umbrella. The principal exports to the region are 
manufactured products such as chemicals, textiles and clothing, 
food, tires, glassware, and agricultural produce. The main 
imports from the region are animal and vegetable oils and fats, 
fuels and lubricants, and miscellaneous manufactured articles. 
Guatemala enjoyed a trade surplus within the CACM from 1964 to 
1984, when a deficit with Costa Rica was registered. 


Regional trade has been undermined in recent years by balance of 
payments problems afflicting all five countries simultaneously. 
Measures taken by the member countries to prevent or contain 
trade deficits, applied to regional trade as well as general 
imports, have threatened the CACM as a meaningful trading 
system. The clearinghouse has ceased to function effectively, 
and in 1985 Guatemala was still owed roughly $200 million by its 
CACM trading partners, most of which had been incurred in 1980 
and 1981. 


Negotiation of a new common external tariff, which was scheduled 
to be promulgated in late 1979, has been repeatedly set back by 
political problems in the region. Again in October 1985, CACM 
members decided to postpone the effective date of the new tariff 
until 1986. 





Out look 


Among the most serious problems facing Guatemala are those 
related to the state of the economy. The economy has been 
contracting steadily since 1980 and much of the growth realized 
during the relatively prosperous decade of the 1970's has been 
lost. With the exception of 1983, the country has experienced 
balance of payments deficits since that time, and its external 
debt has grown in volume and changed in structure. The level of 
short-term debt increased and the debt service ratio increased 
more than fourfold from 1980 to 1984. Almost 40 percent of all 
export earnings will be required to service principal and 
interest repayment for 1985. The level of investment has also 
declined substantially and, if not soon counteracted, may cause 
permanent damage to the country's infrastructure. 


Guatemala's success in containing the guerrilla insurgency wil] 
be one of the main determinants of how soon the country will 
emerge from the recession and again attain economic growth 
adequate for its needs. The government of General Efrain Rios 
Montt (March 1982 to August 1983) moved a long way toward 
instilling in the army a respect for the rights and safety of 
the population, reorganizing the police, and curbing venality 
among government officials. As a result of increased attention 
by the army to the needs of the people of the Indian highlands, 
among other factors, the government made considerable headway 
against the insurgency both in the capital and in the main areas 
of conflict, although the struggle is far from over. The 
government of General Oscar Mejia Victores called for election 
of a constituent assembly on July 1, 1984, in order to return 
Guatemala to constitutional rule. These elections were a 
complete success and paved the way for presidential elections 
November 3, 1985. These elections were also successful and a 
sign of increased political maturity among Guatemalans of al] 
social and economic classes. A civilian, constitutional 
government is scheduled to assume office on January 14, 1986. 


Even if the insurgency were to end overnight, Guatemala would 
endure painfully slow economic growth in 1986 and 1987. The 
balance of payments has been wrenched into equilibrium, 
according to IMF projections, only by throttling imports to a 
level inadequate to support existing productive capacity and by 
excising both waste and productive activity from government 
programs. By and large, trade controls and fiscal restraint 
will have to be maintained until the commercial arrearages are 
worked off, i.e. until 1987 or 1988. 
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Several positive factors, however, will make modest growth 
possible during this period. First, prices are stronger for 
cotton, coffee, cardamom, and bananas. Second, the World Bank 
and the IDB have been working on larger lending programs for 
Guatemala, although most of these projects remain to be 
negotiated with the Guatemalan government and to be approved by 
the two banks. Economic assistance and financing from the 
United States and other internatonal lenders shouli increase in 
support of the democratically elected government and its 
economic recovery plans, assuming that corrective measures are 
readily acceptable. Third, the trade provisions of the 
Caribbean Basin Initiative present an historic opportunity to 
exploit the world's largest market. Following Guatemala's 
designation as a CBI beneficiary in December 1983, most products 
have duty-free access to the U.S. market. Besides these welcome 
trends, Guatemala also has a wealth of resources in its favor: 
agricultural, mineral and human. 


For the longer run, Guatemala faces a different set of 

problems. The export industries that led the economy through 
the 1950's, 60's, and 70's, several agricultural crops, and 
light manufacturing for the CACM, cannot carry Guatemala much 
further. New products are needed that are competitive in world 
markets. Second, the majority of Guatemala's inhabitants are on 
the fringes of the modern sector of the economy, contributing 
little in productive skills or in purchasing power within the 
domestic market. Enhancing their productivity will take 
decades, and in the meantime they represent a vast potential 
demand for education and social services. Third, the population 
is surging at a rate that will double in less than 20 years. 

The economy is nowhere close to generating enough new jobs. To 
meet these challenges, Guatemala will require massive productive 
investment, public and private. It is vitally important to make 
headway on these fundamental problems during the next few years, 
simultaneously with meeting the issues of the day. 
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IMPLICATIONS FOR THE UNITED STATES 


Trade Opportunities 


The United States is Guatemala's main trading partner by a wide 
margin, supplying about 32 percent of Guatemala's imports and 
taking 37 percent of its exports. The 1982-85 Guatemalan 
recession affected trade with the United States in approximately 
the same proportion as trade with the rest of the world. From a 
peak of $561 million in 1981, imports from the United States 
have declined to $426 million in 1982 and an estimated $350 
million is close to the total for each year between 1983 and 
1985. Total imports dropped 32 percent during that 3-year 
period under stringent licensing requirements and quotas. 
Guatemalan imports may revive slightly in 1986 as a result of 
better prices for the country's main export crops, but controls 
are likely to remain in place in order to restrain imports at 
least through 1988. 


Exports to Guatemala face impediments of several kinds. The 
common external tariff of the Central American Commmon Market is 
relatively high, although import duty relief is available under 
several investment incentive programs. The standard form of 
payment for licensed imports is by letter of credit payable in 
270 to 360 days; L/C's are expensive. To obtain official 
foreign exchange at 1 dollar per quetzal, the importer must 
deposit the full quetzal cost of the merchandise in the central 
bank. Only essential imports, mainly fuel, lubricants and 
agricultural inputs, qualify for such exchange rate. 
Non-essential imports involve the cost of obtaining foreign 
exchange in the parallel market, about 2.70 quetzals to 1.00 
U.S. dollar in late 1985. All imports, regardless of form of 
payment, may be subject to the 7 percent value-added tax. 

Under these circumstances, trade opportunities in 1986 will be 
much the same as in 1985. Capital goods imports will again be 
severely depressed. With many enterprises now operating at 30 
to 60 percent of capacity, few will be in a position to expand 
plant or equipment in the near term. Government investment 
projects initiated in 1986-87 will generally be small-scale and 
labor-intensive. Industrial and agricultural demand for 
imported materials and parts will continue to be constrained by 
the availability of dollars in the local currency markets. 
Consumer goods, discriminated against by exchange controls, have 
maintained their relative share of total imports, but the high 
cost of importing through the parallel market and high 
unemployment in the modern sector of the economy will make for 
stagnation in consumer goods imports as well. 
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Still the brightest area for U.S. exports is that of organic 
chemicals for industry and agriculture. The United States holds 
about a 50 percent market share in this diverse group of 
products and had sales of $60 to $70 million dollars in 1985. 
Several of the industries that are end-users of such products 
(cosmetics, pharmaceuticals, health care, food processing, and 
lubricants) while depressed, are less affected by the recession 
than other sectors. Demand for pesticides and fertilizer, 
increasingly mixed and bagged locally, may show marginal 
improvement. 


The sector which can respond quickly to the trade opportunities 
of the Caribbean Basin Initiative is agriculture. Exporting of 
fresh produce to the United States is attracting considerable 
attention and the next several years should see a major 
investment in facilities to chill and transport fresh 
vegetables. Shrimp farming is another good prospect. 


The market for petroleum-related equipment and services remained 
minima) in 1985. Texaco closed its exploration operations in 
late 1985, but at about the same time Exxon signed an 
exploration agreement and is expected to invest approximately 
$30 million in 1986. 


Electric power generation will continue to be a major area of 
government investment through the 1980's, although construction 
of the 440 megawatt Chulac hydroelectric facility seems like a 


remote possibility for the foreseeable future. In 1986, power 
connections with Mexico and El Salvador, repairs to the Chixoy 
hydroelectric project, and maintenance of other strained 
facilities will provide opportunities to supply replacement 
equipment and parts. 


The telecommunications sector will also offer some 
opportunities. GUATEL, the state-owned telephone and 
telecommunications enterprise, proposes to modernize its 
accounting and financial system and to expand its telephone 
network during the next 5 to 10 years. U.S. and other firms 
have already submitted bids for technical assistance services 
and for equipment to expand the telephone network. The 
government of Guatemala expects to receive partial financing for 
these activities from the World Bank and the Inter-American 
Development Bank (IDB). 





Procurement Policy 


Many sales opportunities in Guatemala involve public 
procurement. All government purchases over $12,000 dollars are 
required to be submitted to public competitive bidding, unless 
the government declares that a project is so urgent as to be an 
emergency. The period in which bids may be filed, however, is 
often quite limited, occasionally precluding participation from 
the United States. Frequent contact with the Guatemalan market 
is therefore a requisite for doing business here. The earlier 
practice of declaring large projects to be "emergencies," thus 
suspending the normal public bidding requirements, has been 
abandoned. Projects negotiated under the previous arrangement 
were subject to large-scale fraud and corruption. The special 
executive authorities set up to run these projects have been 
dismantled and their work absorbed by the relevant agencies. 
Most construction projects will be contracted by the National 
Electrification Institute (INDE), the Ministry of Communications 
and Public Works, or the Ministry of Finance, depending on 
whether the firm intends to provide construction or engineering 
services or equipment. Consultants must register with the 
Secretariat of Economic Planning. 








